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CONFIDENTIAL BRASILIA 7379 
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TAGS: ENRG, BR 

SUBJECT: BRAZILIAN VIEWS ON THE PRODUCER/CONSUMER DIALOGUE 
REF: STATE 196703 

1. SUMMARY: THE FOREIGN MINISTRY'S ACTION OFFICER FOR PETROLEUM 
TOLD EMBOFF THAT THE FRENCH AID-MEMOIRE (REF) REFLECTED THE VIEWS OF 
THE GROUP OF 7 (G-7) MEETING IN GENEVA EXCEPT FOR A FEW POINTS 
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OF DETAIL. HE DESCRIBED INDIA AND ZAIRE AS "SOMEWHAT UNRELIABLE" 
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ALLIES IN THE G-7. THE LDC CONSUMERS, HE SAID, 

DEFINITELY WANT THE FOURTH COMMISSION FOR FINANCIAL MATTERS TO 
CONSIDER ISSUES OF INTEREST TO THEM. ACCORDING TO THE OFFICIAL, 

BRAZIL'S TWO MAIN OBJECTIVES IN THE PRODUCER/CONSUMER DIALOGUE, 

ARE TO FIND A WAY TO PREVENT "DESTRUCTIVE FLUCTUATIONS" IN RAW 
MATERIALS PRICES, AND TO SEE AN AGREEMENT BETWEEN OIL PRODUCERS 
AND CONSUMERS WHICH WILL KEEP OIL PRICES FROM RISING "ENDLESSLY”. 

END SUMMARY. 

2. FONMIN S PETROLEUM ACTION OFFICER, FIRST SECRETARY SEBASTIAO 
BARROS, TOLD EMBOFF ON AUGUST 21 THAT THE G-7 MEETING IN GENEVA WHICH 
HE HAD ATTENDED, HAD GONE SMOOTHLY AND QUICKLY, ALL 
PARTICIPANTS AGREEING ON THE FUNDAMENTAL ISSUES. 

THE AGREED VIEWS ARE REFLECTED IN THE FRENCH AIDE-MEMOIRE, 

HE SAID, ALTHOUGH A FEW DETAILS WERE DIFFERENT. THE TITLE 

GIVEN IN THE AID-MEMOIRE (REF. PARA 5), "PREPARATORY MEETING 

FOR THE CONFERENCE BETWEEN INDUSTRIALIZED COUNTRIES AND DEVELOPING 

COUNTRIES", IN BARROS' VIEW, INSTITUTIONALIZED A "RIGID 

DIVISION" WHICH THE UNCTAD EXPERIENCE HAS SHOWN IS NOT HELPFUL. 

HE SAID THE G-7 PARTICIPANTS LIKE THE TITLE "CONFERENCE ON 
INTERNATIONAL ECONOMIC DEVELOPMENT." REGARDING SUB-MINISTERIAL 
MEETINGS (REF. PARA 22), BARROS SAID THE G-7 PREFERRED MORE 
FLEXIBILITY ON THE TIMING OF THE FIRST MEETING: PERHAPS IT 
SHOULD TAKE PLACE WITHIN SIX MONTHS, PRIOR TO NEXT SPRING'S 
UNCTAD SESSION. 

3. THE AIDE-MEMOIRE DID NOT SUFFICIENTLY FORMALIZE THE MECHANISM 
FOR JOINT MEETINGS OF THE EIGHT COMMISSION CO-CHAIRMEN (REF. PARA 19) 

THE COMMISSION CO-CHAIRMAN, HE SAID, SHOULD CONSTITUTE A FORMAL 
COORDINATING COMMITTEE. HE NOTED THAT THE FOURTH COMMISSION WOULD 
COORDINATE FINANCIAL ISSUES RELEVANT TO THE WORK OF EACH OF 
THE OTHER THREE COMMISSIONS BUT THIS WOULD NOT TAKE THE PLACE 
OF OVERALL COORDINATION. 

4. BARROS CRITICIZED THE DCS' UNWILLINGNESS TO DISCUSS FINANCIAL 
ISSUES LAST APRIL IN PARIS. HE SAID THE G-7 HAD AGREED 

IN GENEVA THAT THESE ISSUES SHOULD BE DISCUSSED. HE CONCEDED, 
HOWEVER, THAT HE COULD NOT FORESEE ANY WAY "TO GUARANTEE A 
RETURN ON THE OIL PRODUCERS' ASSETS," AS SOME OF THE OIL PRODUCERS 
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WISHED. HE THOUGHT THAT THE FOURTH COMMISSION MIGHT 

WELL COME TO THE CONCLUSION HE HAD REACHED: NONETHELESS, THE 

ISSUE WOULD HAVE BEEN AT LEAST DISCUSSED. 

BARROS REMARKED THAT OIL CONSUMING LDCS "DIFFINITELY" WANT THE 
COMMISSION TO CONSIDER FINANCIAL ISSUES OF INTEREST TO THEM, 

BUT HE SAID THE GOB IS JUST NOW BEGINNING TO CONSIDER SUBSTANCE 

AND AS YET HAS NO SPECIFIC IDEAS IN MIND. HE COMMENTED 

THAT BRAZIL DID NOT WANT TO COMPETE WITH THE MSAS ("LIKE CHAD") 
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FOR LOW-INTEREST LOANS, BUT THE FOURTH COMMISSION SHOULD TRY 
TO DEVELOP SOMETHING FOR "MIDDLE" COUNTRIES LIKE BRAZIL AND 
MEXICO. 

5. BARROS SAID THAT BRAZIL, ZAIRE, AND INDIA DID NOT MEET 
SEPARATELY IN GENEVA TO DISCUSS THEIR INTERESTS AS LDC CONSUMERS. 

HE CHARACTERIZED INDIA AND ZAIRE AS "SOMEWHAT UNREALIABLE 
ALLIES." INDIA, HE SAID WAS INTERESTED ONLY IN THE MSAS, ANYWAY 
INDIA "WAS TAKEN CARE OF" SINCE IT BOUGHT OIL THROUGH LOW- 
INTEREST CREDITS QURAN AND SAUDI ARABIA: AND ZAIRE WAS 
INTERESTED ONLY IN COPPER AND THE POSSIBILITY THAT IT 

MIGHT ACQUIRE OIL "BY INVADINGCABINDA". BARROS OPINED 

THAT THE LDC CONSUMERS WOULD NOT "FOREVER BE ALLIES" OF 

THE OIL PRODUCERS IF THE PRODUCERS DO NOT HELP THE LDC 

CONSUMERS. HE ADKNOWLEDGED, HOWEVER, THAT HE DID NOT KNOW 

HOW LONG IT WOULD BE BEFORE THE LDC CONSUMERS ASSERTED THEMSELVES 

CITING BRAZIL'S V OLNERAB ILIT Y FLOWING FROM ITS 

DEPENDENCE AS A LARGE OIL IMPORTER. 

6. BARROS SAID BRAZIL'S MAIN OBJECTIVE IN THE PRODUCER/CONSUMER 
DIALOGUE WAS TO FIND A WAY TO PREVENT "DESTRUCTIVE FLUCTUATIONS" IN 
RAW MATERIALS PRICES, FREQUENTLY INTITIATED BY 

SPECULATION (HE CITED SUGAR PRICES OVER THE PAST YEAR). HE 
RECOGNIZED THE DIFFICULTIES OF INDEXING PRIMARY PRODUCT PRICES, 

OR EVEN DENOMINATING THEM IN SDRS, AND HE ADKNOWLEDGED THE 
PROBLEMS IWTH OTHER CONCEPTS, INCLUDING BUFFER STOCKS. 

NONETHELESS, HE SAID, MEASURES WERE NEEDED TO ENABLE THE LDCS TO PLAN 
THEIR ECONOMIES. ACCORDINGTO BARROS, BRAZIL'S SECOND MAIN 
OBJECTIVE IN THE DIALOGUE WAS TO SEE AN AGREEMENT BETWEEN 
OIL PRODUCERS AND CONSUMERS WHICH WOULD KEEP OIL PRODUCERS 
FROM "RAISING PRICES ENDLESSLY ". 
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